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SUB J : BRITISH AID TO NEPAL: DHARAN/DHANKUTTA ROAD 

1 . FORMAL PROIECT AGREEMENT FOR CONSTRUCTION BY THE UK OF A 
ROAD FROM DHARAN TO DHANKUTTA WAS SIGNED IN KATHMANDU 
DECEMBER 7. ESTIMATED COST OF THE PROJECT IS 15.4 MILLION 
POUNDS (S25MILLION). PROJECTED TO BE COMPLETED IN FIVE 
YEARS, THIS ROAD WILL CONNECT WITH THE ROAD FROM DHARAN TO 
THE IMPORTANT REGIONAL CENTER OF BIRATNAGAR ON THE INDIAN 
BORDER, WHICH WAS BUILT BY THE BRITISH IN THE EARLY 1960'S. 

IN DOLLAR VALUE AT LEAST, IT WILL BE THE LARGEST SINGLE AID 
PROJECT EVER UNDERTAKEN IN NEPAL BY THE UK, OR INDEED BY ANY 
INDIVIDUAL BILATERAL DONOR. 

2. COMMENT: THIS PROJECT ONCE AGAIN ILLUSTRATES THE FREQUENTLY 
QUESTIONABLE ECONOMICS OF RAOD CONSTRUCTION IN THE MOUNTAINS 
OF NEPAL. AT $25 MILLION, TTHE CAPITAL COST ALONE OF THE 

52 KM ROAD WILL BE ALMOST HALF A MILLION DOLLARS PER KILOMETER 
(COMPARED TO APPROXIMATELY $100,000 PER KM, FOR THE 120 KM 
BRITISH SECTOR OF THE EAST- WEST HIGHWAY). EVEN WORSE, 

INASMUCH AS THE STRAIGTH LINE DISTANCE BETWEEN THE TWO TOWNS 
IS ONLY 20 KM, THE EFFECTIVE COST OF THIS ROAD CONNECTION 
WILL BE $1.25 MILLION/KM. IN CONTRAST, THE SAME BASIC CARGO 
TRANSPORT CAPABILITY COULD HAVE BEEN ACHEIVED BY AN EXTENSION 
OF THE PRPOSED EASTERN HILLS ROPEWAY, FOR NOT MORE THAN 
$2.5 MILLION, AND WITHOUT MOST OF THE FUTURE INDIRECT COSTS 
OF HEAVY MAINTENANCE AND AN INCREASED IMPORT BILL FOR VEHICLES 
AND FUEL MAINTAENANCE AND AN INCREASED IMPORT BILL FOR VEHICLES 
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AND FULE CONSUMPTION. THE ONE NOTABLE POINT IN FAVOR OF THE 
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ROAD IS THAT IT WILL CONNECT WITH SOME FAIRLY EXTENSIVE 
JEEPABLE TRAILS GOING FURTHER INTO THE HINTERLAND FROM 
DHANKUTTA. YET ON THE BALANCE, ESPECIALLY AT A TIME WHEN GON 
FINANCE MINISTER THAPA IS PROJECTING A $124 MILLION DEVELOPMENT 
RESOURCE GAP OVER THE NEXT THREE YEARS (SEE TOKYO 17858), 

THIS PROJECT TENDS TO SUGGEST INADEQUATE NEPALESE CONCERN FOR COST 
EFFECTINVNES S IN ALLOCATION OF ITS SCARCE DEVELOPMENT 
RESOURCES. 

3. BRITISH OFFICIALS CONNECTED WITH THE PRJECT READILY 
CONCEDE IN OFF-THE-RECORD DISCUSSION THAT 
TOE COST OF THIS ROAD IS EXTREAMELY HIGH, BUT EXPLAIN THAT 
THERE HAD BEEN A MORE OR LESS EXPLICIT ASSUMPTION ON BOTH 
SIDES FOR OVER A DECADE THAT THE BRITISH WOULD EVENTUALLY 
EXTND THE BIRATNAGAR/DHARAN ROAD ON UP TO DHANKUTTA. A 
COMBINATION OF INFLATION AND RISING EXPECTATIONS AS TO 
DESIGN STANDARDS (AS RECENTYL AS 1937 THE COST ESTIMATE WAS 
ONLY 10 MILLION POUNDS) SIMPLY TURNED IT INTO A MUCH BIGGER 
PROJECT THAT HAD ORIGINALLY BEEN ENVISAGED. THEY ALSO POINT 
OUT THAT THE ROAD WILL BE A VITAL ELEMENT IN THE OVERALL 
AID EFFORTS IN EASTERN NEPAL, NOTABLY THE BRITISH BURKHA 
REINTEGRATION SCHMENE AND A NEW MORE GNERAL RURAL DEVELOP- 
METN PROGRAM WHICH THEY ARE UNDERTAKING. 
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